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FEDERAL SLUM CLEARANCE 
ie United States Housing Authority in many of its newspaper releases, 








its leaflets and reports has used the cost of slums as a partial jus- 

tification for its expenditures of public funds for housing for pri- 
vate families. Figures have been quoted of various cities purporting to 
show that the cost of fire protection, of police protection and of public 
health work on a per capita basis for the slum districts has been from 
two to seven times greater than in the rest of the city. This same argu- 
ment has been used quite frequently in various cities in an effort to 
overcome the doubt of many citizens who still believe that large govern- 
ment expenditures and unbalanced budgets deliberately undertaken genera?l- 
ly lead to more trouble than they correct, 


Is the age and condition of the dwelling the underlying cause 
of the high cost of maintaining various municipal services in slum areas? 
Merely the fact that high cost areas are the areas in which older, dilap- 
idated housing occurs does not necessarily prove the dependence of high 


cost on poor housing. 


Slums have always existed. Poverty-stricken families, underfed 
and poorly clothed, with meager comforts and recreation,have always lived 
in the extremely old and obsolete dwellings in the oldest and most run- 
down sections of all metropolitan cities. Slums did not develop with the 
stock market crash but have been one of the tragedies in all stages of 
civilization. 


It is extremely doubtful if any political economy can eradicate 
the slums or prevent the underlying causes for their existence. This is 
especially true when individual characteristics, talents and attainments 
combined with freedom of choice form the basis of award as is the case in 
countries of free men. With this basis of award, families will naturally 
sift to varying economic levels, which compel varying levels of standard 
of living. That, in the United States, one third of the families have 
annual incomes ranging below $856.00* is startling information with a 
tragic significance, 


There must be many influences which would force a large number 
of American families to such low levels of earning capacity and standards 
of living. In an effort to discover some underlying reason for sub-stand- 
ard living conditions, the chart on page 60 has been prepared. It is gen- 
erally recognized that a sub-normal mental level is the primary cause of 


1. National Resources Committee "Consumer Incomes in the United States." 1938 
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horizontal scale gives a standard of living index calculated by Real Es- 
tate Analysts, Inc. from factors indicating standard of living such as 
rents, automobile ownership, telephone users, relief etc., determined on 
a@ census tract basis. The solid line represents the average relationship 
between the standard of living in the district from which the child comes 
and the mental level as measured by the Intelligence Quotient. It is 
quite interesting to note that as the median mental level drops below 
normal (100), the standard of living decreases;as the median mental level 
increases above normal, the standard of living increases at a rapid rate. 


It is realized that the use of Intelligence Quotients as a mea- 
sure for mental level does not give a true picture of inherited mental 
capacity of the individual tested. Containing many features of accom- 
plishment, such a measure gives a mental level which combines both in- 
herited capacity and qualities acquired through association with other 
individuals. Perhaps it would be more nearly correct to-say that the max- 
imum mental capacity of an individual is inherent but that association 
fixes the extent to which such capacity is developed. 


Regardless of whether a low mental level is inbred or is main- 
tained at partial capacity by association, the conclusion is inevitable 
that a low mental level is the principal cause of low earning power re- 
sulting in a low standard of living. 


The chart on page 61 shows the average expenditures per person 
for annual incomes ranging from $400.00 to $3,000.00 per family. The 
living costs per person are separated into seven groups and are calculat- 
ed from data collected by the Bureau of Labor Statistics among thousands 
of wage and clerical workers during 1935 and 1936, 


It will be noticed that as family annual income declines to 
lower levels, the allowance per person for each of the seven groups de- 
¢lines to sub-standard levels of living. Food requires the largest sin- 
gle expenditure; andfunds available for household expense, clothing, 
personal and medical care, recreation and education shrink to insignifi- 
cant amounts. When the allowance for food drops below 7¢ per meal per 
person, wndernourishment becomes a menacing reality. 
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FAMILY STANDARD OF LIVING IN DOLLARS PER YEAR 


Of all sub-standard living conditions an undernourishing food 
allowance is the worst. It handicaps children, prevents healthy bodies 
essential for work and resistance to disease. There could be no greater 
threat to our present economic system than that large portions of the 
population are hungry and undernourished, The slight allowance for per- 
sonal and medical care and for amusement, recreation etc., while not as 
vital as food, adversely affect the individual physically and mentally. 
Sub-standard clothing may be the cause of some loss of self-respect, but 
like housing, it is not essential to healthy, decent and honest living. 


The government has selected housing as the primary evil of slum 
areas and, leaving other living conditions sub-standard, is now engaged 
in promoting and lending money for the construction of new housing, as 
well as contracting to make grants for 60 years in the future to pay half 
of the rent of selected low standard living groups. 


If we could afford these expenditures, which were estimated in 
a Senate hearing to exceed eventually twenty billion dollars and which 
some enthusiasts would push much farther*, it might be a benevolent meth- 
od of mitigating some of the hardships of the poor. 


We cannot afford them and they will not pay for themselves by 
reducing costs. If the same persons living in the slums torn down are re- 
housed in the new buildings erected, we believe that many of the charac- 
teristics of the neighborhood will continue, That new housing alone 
will increase the intelligence and earning capacity of the dull and in- 
efficient is on a par with the thought that a race horse can be devel- 
oped by building a new barn for a plug. While not defending for a minute 

1. According to Federal Emergency Administration of Public Works Housing Divi- 


sion "Homes for Workers." (Its Bulletin #3, 1937), page 12, "Only one out of 
twenty farm houses comes up to the American standard." 








2. City of Atlanta Housing Authority "First Annual Report" 1939, page 6, 
"54.85% of Atlanta's dwellings are unfit for decent living." 


CONTINUED ON PAGE 70 
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URING the past few months urban real estate on the average through- 
out the United States has continued the slow improvement which has 
been going on without serious interruption since the middle of 1938. 


Farm real estate, after dropping last year, is making some progress 
again. 


Voluntary sales of real estate increased on our index from 
8.1% below normal in January to 7.6% below in February. A year ago, 
transfers were 17.1% below. 


Urban foreclosures showed a marked decrease during the recent 
months, reaching the lowest point since December, 1927. The present lev- 
el of 23.1 foreclosures per month for each 100,000 families compares with 
a rate of 29.2 a year ago. 


Residential rents showed no change on our general index, con- 
tinuing the sideways movement of the last two years. 


New mortgage financing is still quite low, but is considerably 
higher than a year ago. The present level is 40.3% below normal, while a 
year ago it was 46.4% below. 


The immediate future of real estate depends primarily upon the 
condition of general business. If the reaction from the sudden rise of 
last fall is now over, real estate should show more rapid progress the 
balance of the year. If the drop in general business continues, the rise 
in real estate will be retarded for a while. 
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THE FORECLOSURE RATE IN PRINCIPAL CITIES 


HE charts on pages 64 to 69 show by the black line the fluctuations 
[= the foreclosure rate in principal cities from 1936 to the present. 

The red curve shown on the large chart is a composite of all of the 
cities shown on the smaller charts and is repeated for comparative pur- 
poses on each of the smaller charts. In all charts the average for 1937 
was called 100, 


Figures in almost all cases cover the entire county in which 
the city is located, but never any other county of the metropolitan area 
unless some other city of 100,000 population is included as a suburb. It 
will be noticed that the charts for some cities are blank, with the ex- 
ception of the national composite, and the explanation of local foreclo- 
sure conditions. In these cities we have not been able to secure satis- 
factory figures on which our chart could be based. 


It should be kept in mind that foreclosure procedure is not 
uniform throughout the United States. In some states it is long and cost- 
ly;in others it is short and inexpensive. In some states moratoriums have 
been in effect; in some long redemption periods are permitted. It is not 
possible to secure comparable figures on foreclosures in various cities. 
In some cities the figures are based on foreclosure actions started; in 
others on foreclosure actions completed. A city, the figures of which 
show foreclosures completed would normally show a lag in comparison with 
cities in which the figures are based on foreclosures started. This lag 
would depend upon the average length of time involved in the foreclosure 
procedure in that city. 


We have attempted on the face of each chart to give the type of 
foreclosure figures charted, the average length of time in which title 
was secured in HOLC foreclosures, the presence of redemption privileges, 
and the average cost experienced by the HOLC exclusive of their own over- 
head. We believe that the foreclosure costs shown are in most cases con- 
siderably below the private experience due to the fact that the HOLC has 
its own specialized legal staff whose time is not allocated to individual 
foreclosures. 


It should also be kept in mind that the HOLC loans were on 
small properties and the foreclosure proceedings were accordingly far 
simpler and less expensive than they would have been on multi-family 
buildings or commercial properties, further complicated by corporate own- 
ership. 


It will be noticed that the composite of foreclosures in all 
cities has had an accelerated drop during the past five months. It is 
now at the lowest level since December 1927, more than 73% below the peak 
in 1933. The recent drop is due to the improvement in economic condi- 
tions since last August, and to changes in the legislation affecting the 
HOLC, making it possible for them to extend the period of payment. 
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CONTINUED FROM PAGE 6! 

the negligence of many city officials in not condemning the unsafe and 
insanitary housing which exists here and there in our cities,we challenge 
the statement that subsidized housing will solve the problem of crime 
and poverty. Many of our great Americans had beginnings in dwellings 
without any more sanitation, ventilation or conveniences than those now 
being torn down because such deficiencies are assumed today to be inde- 
cent and the cause of delinquency, social disease and crime. Fifty years 
ago our grandparents lived in these same houses, except that they then 
were new and less crowded. They were decent dwellings which were made 
into comfortable homes by the families who resided in them. Then as now, 
there were slums in the older parts of the city, occupied by the ineffi- 


cient and low standard of living families, in which delinquency, social 
disease and crime were problems. 


Social diseases, juvenile delinquency,illegitimacy and crime are 
results of individual conduct and are not attributable to such factors as 
housing, plumbing, clothing etc. Low mentality, gross ignorance, evil in- 
tent and bad associates are the causal influences of delinquencies which 
city governments claim are so costly. It is unsound reasoning to assume 
that an outside privy is the cause of illegitimacy, or that a pickpocket 
is developed by the absence of a private bath; that social diseases re- 
sult from unpainted walls or a leaky roof, or that juvenile delinquency 
results from poor cross ventilation and stove heat. The cause of the 
slums is directly attributable to the inefficiency of families which com- 
pels them to live under sub-standard living conditions. This inefficiency 
is due primarily to a low mental level. 


If efficiency is not raised or standard of living increased, 
then any government grant or subsidy to alleviate any one of the sub- 
standard living conditions--whether with new clothes, new furniture, a 
new car, theatre tickets or new housing--is not a cure but a charitable 
undertaking which the government assumes for sixty years. The United 
States Housing Authority is merely applying a palliative. The cause lies 
much deeper than slum housing; it concerns the slum dweller, his low men- 
tal level and all his other adverse characteristics which make him in- 
efficient in competition with his fellow men. 


NEW INFORMATION ON REAL ESTATE TRENDS 


The Census of 1940 will shed much light on real estate and the 
factors affecting it. Many trends which cannot now be accurate- 
ly determined will be measurable when Census figures are avail- 
able. The Editor of the Real Estate Analyst has worked very 
closely with the Bureau of the Census since 1926. As soon as 
we receive the figures released by the Census Department, we 
will carefully study them and comment on their implications in 
these reports. Maps and charts will accompany our studies. 
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FARM MORTGAGES 
HE charts on the two following pages show the relationship of the 
total farm mortgage debt in each state to the estimated value of all 
farms in that state for each year since 1910. The red line on each 
chart shows the national average, the black line, the state figures. 


The relatively low percentages of mortgage debt as. shown by 
these charts are due to the fact that about 65% of all farms at the pre- 
sent time are not mortgaged. In 1930 about 60% were owned free of encum- 
brance. This percentage has increased during the depression due to change 
in ownership by foreclosure and tax sale of many heavily mortgaged farms. 


If mortgages were figured as a percentage of mortgaged farms 
only, thé percentage of the mortgage debt to the estimated value in 1935 
would have been 62% instead of 23.7% as shown by these charts. By 1939 
this latter percentage had declined to 20.1%. 


While the reduction of mortgage debt by foreclosure and tax 
sale is not a pleasant process, it is often the only sound method of 
bringing an unbalanced situation back to normal. After the change in 
ownership has taken place, it is possible to secure a degree of recovery 
not possible while interest charges on a top-heavy mortgage are excessive. 
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TOTAL FARM MORTGAGES AS A PERCENTAGE OF TOTAL FARM VALLES 


TOTAL FARM MORTGAGES AS A PERCENTAGE OF 
_TOTAL_FARM VALUES 
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